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In recent years, the research between market microstructure theory and corporate 
finance is becoming more and more popular. On the one hand, there are empirical 
methods in market microstructure that can be used to evaluate theories in corporate 
finance. On the other hand, we also can discuss the company's financial policy effect 
on the market microstructure from the perspective of corporate finance. 
Stock liquidity is a core research issue of market microstructure. There are many 
papers about the impact of stock liquidity on company's financial policy have been 
issued. By contrast, the papers about the impact of company's financial policy on 
stock liquidity is still very scarce. Meanwhile, capital structure is one of the most 
classical research topics in the financial field over the half a century. Based on the 
background of stock liquidity shortage and adverse selection in China's stock market, 
the aim of this paper is to combine institutional background and information 
environment in China and investigate the impact of capital structure, which is the 
importance of corporate finance, on the stock liquidity which is the importance of 
market microstructure research from the perspective of corporate financial policy. We 
try to understand the role of corporate capital structure on stock liquidity and in order 
to enrich the literature in China. 
This paper identifies existing areas of theoretical and empirical research that 
focus on links between capital structure and liquidity based on the existing theory and 
empirical research. Combined with background of China's financial control system, 
we argue that corporate capital structure decision has an effect on stock liquidity to 
some extent. We built a theoretical model about capital structure affect stock liquidity 
and investigate the relationship between capital structure and stock liquidity by using 
the financial data and stock market data of China's A-share market listed company. In 
more detail, we test three main problems. First, we test the U-shaped relationship 
between capital structure and stock illiquidity. Second, we test the relationship 















investigate the impact of anticipated capital structure downward and upward 
adjustment on stock illiquidity. Third, we study the role of information environment 
among the U-shaped relationship between capital structure and stock illiquidity.  
This paper consists of eight chapters. Major contents of each chapter are outlined 
as follow: 
Chapter 1 is the introduction, which briefly introduces the research background, 
research issues, research logic, research ideas and the overall framework, and research 
contributions and innovations. 
Chapter 2 is the literature review. In this chapter, we review and comment the 
literature about theory of capital structure and stock liquidity respectively, and 
analysis the endogenous relation between capital structure and stock liquidity. In the 
end, we analysis the deficiency of the research between capital structure and stock 
liquidity and point out the future research prospect. 
Chapter 3 analyses the unique institutional background in China. In this chapter, 
we mainly introduce the development history of securities market in China and 
financing regulation of A-share market and bond market. Combining with the 
institutional background, we put forward the necessity of this study in the final. 
Chapter 4 is the theoretical model which based on the private information. We 
present the theoretical assumption and build models about the U-shaped relationship 
of capital structure and stock illiquidity. In the last, we illustrate the applicability of 
the model in the order driven market. 
Chapter 5 empirically tests the U-shaped relationship between capital structure 
and stock illiquidity based on the theoretical model which we have built. Then we 
investigate the effect of ownership nature of ultimate controller and the difference 
between state-owned enterprises and non-state-owned enterprises. Moreover, we 
analyze the effect of long-term liabilities and current liabilities. 
Chapter 6 uses the idea about dynamic capital structure adjustment, predicts the 
target capital structure and empirically tests that capital structure is adjusting all the 
time, define variable about anticipated capital structure adjustment. And after that , we 














Furthermore, we investigate the impact of anticipated capital structure downward and 
upward adjustment on stock illiquidity. 
Chapter 7 empirically tests the impact of information environment which include 
three representative variables include audit quality, analysts coverage and institutional 
investor concern, on the U-shaped relationship between capital structure and stock 
illiquidity. 
Chapter 8 summarizes the research findings and draws conclusions, shows the 
research implications about securities regulators, listed companies and market 
investors, and points out the research limitations and the direction for further research. 
The main conclusions of this article are as follows: 
Firstly, securities issuance regulation is exists in China's capital market. In order 
to limit the "circle money" behavior of listed companies and protect the interests of 
small and medium-sized investors, the regulators adopt strict securities issuance 
regulation and adjust several times. Under the condition of the securities issuance 
regulation, the listed companies are not fully grasp the market opportunity and their 
capital structure cannot be made corresponding adjustments according to the situation 
of market liquidity. Combining with the theory model which is about the U-shaped 
relationship between capital structure and stock illiquidity, we argue that the company 
capital structure decision affects the stock liquidity in China. 
Secondly, the empirical study shows that the relationship between capital 
structure and illiquidity present a U-shaped curve. Due to financing discrimination 
because of different property, compared to the non-state enterprises, capital structure 
of state-owned enterprises have a weaker influences on stock illiquidity. Furthermore, 
compared to the long-term liabilities, current liabilities has played a major role in the 
inverted U-shaped relationship. And not because of the different nature of property 
rights, there are the same result between long-term liabilities and current liabilities. 
Thirdly, the empirical study shows that the larger anticipated capital structure 
adjustment, the greater the stock illiquidity changes. The larger anticipated capital 
structure downward adjustment(anticipated capital structure downward adjustment), 















larger anticipated capital structure upward adjustment(anticipated capital structure 
upward adjustment), the smaller value of stock illiquidity variable, the higher level of 
stock liquidity. 
In the end, the influence of information environment as follow: firstly, capital 
structure which the company select the "big four" accounting firm play a stronger 
influence on stock illiquidity. And the audit quality pay more attention to the book 
value of company. In other words, the audit quality pay more attention to the data 
which in the financial statements and the accounting information. Secondly, capital 
structure which the higher the analysts focus on play a weaker influence on stock 
illiquidity. Different from the accounting firm, analysts pay more attention to the 
market value of the company. Thirdly, capital structure, both measured by the book 
value and market value, which the higher the institutional investor focus on play a 
weaker influence on stock illiquidity. 
On the whole, this paper investigates the relationship between capital structure 
and stock liquidity from a novel perspective. This paper makes up for the blank in the 
academic circles of China and enrich the literature about the research on company's 
financial and market microstructure. On the theoretical level, this paper help to 
understand the company's financial and market microstructure studies, to enrich the 
research about market reaction of capital structure and to understand the factors which 
influence the stock liquidity deeply. On the practical level, the research conclusions of 
this paper have very important practical significance included three aspects about 
promoting Chinese securities market to develop healthy and stable and helping 
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在国外较为成熟的证券市场，Lesmond (2005)针对 23 个新兴市场流动性水
平的研究发现，不同的新兴市场差异很大。流动性最低的为台湾（1%），最高的
为俄罗斯（47%）。拉丁美洲四国（阿根廷、巴西、智利和墨西哥）股票交易的
















周的下跌幅度高达 20%，市值蒸发超过 60亿元(Liang and Wei, 2012)。 
中国作为典型的新兴经济体，市场流动性问题比较严重。由于流动性的不足，
少量资金便可以引起价格的巨幅波动，导致股价被操纵的现象发生。比如，2013
年 8月 16日上午 11 点 05分，光大证券 72.7 亿元的订单导致中国石化等几十只
大盘股瞬间涨停，撬动了上证指数从 2074.86 上升至 2191.64，涨幅达到 5.63%。















2015 年 9 月，面对国内股市的异常波动，防止可能引发的系统性风险，上
海证券交易所、深圳证券交易所和中国金融期货交易所联合发布征求意见通知，
拟在保留现有涨跌幅制度的前提下，引入指数熔断机制并于 2016 年 1 月 1 日起
正式实施。然而熔断机制的实施产生的负面影响大于正面影响，连续触发熔断线。
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